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TESTIMONY  BEFORE  THE  HOUSE  COMMITTEE  ON 
INTERSTATE  AND  FOREIGN  COMMERCE  BY 
HOWARD  ELLIOTT. 


QUALIFICATIONS  AS  A  WITNESS 

Naturally  the  value  of  the  testimony  of  any  indi- 
vidual depends  largely  on  his  life  experience  which 
has  enabled  him  to  form  his  conclusions.  There- 
fore, at  the  risk  of  being  personal  for  a  few  moments, 
I  will  state  briefly  my  experience. 

I  began  work  as  a  level  rodman  in  July,  1880,  on 
the  Chicago,  Burlington  &  Quincy  Railroad,  in 
northwest  Missouri,  and  remained  with  that  com- 
pany until  October,  1903.  It  was  my  good  fortune 
to  have  service  in  engineering  parties,  in  Vice-Presi- 
dent  and  General  Manager's  office,  as  Cashier,  As- 
sistant Treasurer,  Assistant  Auditor,  General  Pas- 
senger Agent,  General  Freight  Agent,  General 
Manager,  and  Vice-President.  I  saw  much  of  the 
development  of  the  country  and  railroad  situation 
west  of  the  Mississippi  River  from  1880  to  the  pres- 
ent day,  and  saw  much  of  the  struggle  over  rates  and 
practices  that  finally  resulted  in  the  passage  of  the 
Interstate  Commerce  Law  and  its  amendments,  and 
the  more  or  less  radical  state  laws.  I  saw,  and  was 
familiar  with,  some  of  the  great  strikes  from  1888 


to  1894,  and  participated  in  some  of  the  earliest  "col- 
lective bargaining"  between  large  groups  of  the 
employes  and  the  company. 

As  President  of  the  Northern  Pacific,  I  was  in  a 
position  to  see  and  take  part  in  the  great  upbuilding 
of  the  Northwest  from  1903  to  the  present  time;  to 
deal  with  many  questions  of  construction,  operation, 
raising  of  money,  rates,  relations  with  communities 
and  with  regulatory  bodies,  and  with  the  employes, 
collectively  and  individually. 

Then  for  five  years  I  have  been  interested  in  the 
wofk  of  putting  the  New  Haven  road  and  the  very 
complicated  New  England  transportation  system  in 
a  better  condition  to  serve  the  public,  with  the  hope 
that  eventually  the  many  security  holders  there  will 
receive  some  return. 

From  April,  1917,  to  December  28,  1917,  I  was  a 
member  of  the  Railroads  War  Board, — a  commit- 
tee of  five  railroad  executives  that  were  empowered 
by  the  railroad  companies  of  the  country  to  so  direct 
the  operation  of  the  roads  as  to  be  of  the  greatest 
help  to  the  Government  during  the  war  period.  The 
Board  was  abolished  when  the  President  took  pos- 
session of  the  roads. 

So  my  experience  of  more  than  39  years, — 23  on 
the  C.,  B.  &  Q.,  in  touch  with  the  development  of 
the  country  and  railroad  practice  in  the  Middle 
West,  11  years  on  the  Northern  Pacific,  seeing  the 


great  growth  and  development  of  the  Northwest 
and  its  railroads,  and  5  years  with  the  complicated 
and  difficult  New  England  situation,  had  led  me  to 
form  certain  conclusions  which  I  shall  outline  to 
you  as  briefly  as  I  can. 

CO-OPERATION    BETWEEN   RAILROAD    USERS,    RAILROAD 
OWNERS,  AND  RAILROAD  WORKERS 

I  have  endeavored  to  shape  my  own  course  with  a 
keen  realization  that  the  ultimate  success  of  the  rail- 
roads and  the  country  they  serve  depends  upon  fair 
treatment  to,  and  co-operation  with,  three  classes  of 
our  population: 

1.  The  general  producing,  consuming  and 
traveling  public, — comprising  practically  all 
of    our    population    of    110,000,000,— THE 
RAILROAD  USERS. 

2.  The  very  large  number  of  people  who 
are  interested  directly  as  owners  of  securities, 
and  of  those  who  indirectly  are  interested  in 
the  solvency  of  the  roads  and  soundness  of 
the  securities  because  of  savings  banks   de- 
posits, insurance  policies,  charitable  funds,— 
probably  at  least  50,000,000,— THE  RAIL- 
ROAD OWNERS. 

3.  The  large  number  of  strong,  hard-work- 
ing men  who  manage  and  operate  the  plant, 
so  that  the  users  may  have  service,  and  the 
owners  some   return, — possibly  2,250,000,— 
THE  RAILROAD  WORKERS. 

In  our  complicated  modern  life,  complicated  to- 


day  more  than  ever  by  the  conditions  growing  out 
of  the  war,  no  one  can  get  all  he  wants  in  life,  and 
there  ought  to  be  a  spirit  of  co-operation,  forbear- 
ance, patience  and  consideration  for  each  other,  cer- 
tainly until  the  world  and  this  nation  can  get  back  to 
more  normal  conditions. 

GOVERNMENT  ONWERSHIP  NOT  DESIRED  BY  THE 
PUBLIC 

I  believe  that  the  following  statements  are  correct: 

1.  The  American  people  in  the  first  in- 
.    stance  elected  to  have  transportation  provided 

through  individual  effort  and  investment,  sub- 
ject to  Governmental  regulation  rather  than 
to  have  the  Government  itself  do  the  work. 

2.  The  People  today  seem  to  be  convinced 
that  such  plan  should  be  continued. 

The  people  having  made  that  decision,  the  fur- 
nishing of  transportation  is  business  and  should  be 
conducted  as  such. 

INDIVIDUAL  OWNERSHIP  AND  GOVERNMENTAL 
REGULATION 

As  a  citizen,  as  well  as  a  railroad  man,  I  personally 
believe  that: 

1.  Government  ownership,  management 
and  operation  of  the  American  railroads  is 
not,  in  the  long  run,  for  the  best  interest  of 
the  nation. 


2.  Ownership  by  individuals,  with  wise, 
energetic  and,  honest  management  and  opera- 
tion, under  suitable,  thorough  and  protective 
regulation,  will  produce  the  best  results  for 
the  country. 

3.  Regulation  should  be  so  arranged  and 
directed  as  to  preserve  and  encourage  the  en- 
ergy and  initiative  of  the  American  citizen,  to 
be  prompt  and  responsive  to  changing  con- 
ditions, but  at  the  same  time,  provide  checks 
to  prevent  any  unfair  practices  by  owners, 
employees  and  managers,  to  prevent  unrea- 
sonable and  conflicting  action  by  regulatory 
bodies,   and   also  to  encourage,   protect  and 
develop    the    great    railroad    system    of    the 
country. 

RESULT  OF  PAST  POLICY 

As  a  result  of  the  Governmental  policy  of  the 
past,  private  individuals  have  created  a  system  of 
railroads  that  up  to  the  time  of  the  war  furnished 
to  the  people  of  the  United  States  transportation  at 
the  lowest  rates  and  paid  the  highest  wages  in  any 
civilized  nation  in  the  world. 

In  creating  this  great  piece  of  industrial  ma- 
chinery under  new,  varying  and  oftentimes  very  dif- 
ficult conditions,  the  Government,  in  its  regulating 
policy,  the  investors,  builders  and  managers,  in  their 
financial  and  managing  policy,  and  the  leaders  of 
organized  labor  have  naturally  made  some  mistakes. 
There  has  been  competition  between  the  nation,  the 
states,  individuals  (both  in  and  out  of  legislative 


halls)  and  executive  commissions  representing  both 
the  national  and  state  governments  in  proposing 
plans  for  taxation,  regulation  and  supervision.  This 
competition  has  resulted  in  action  being  taken  by 
the  Nation  and  the  States  which  has  gradually  weak- 
ened the  capacity  of  the  railroads  to  live  and  grow 
as  the  country  grows.  There  have  been  some  unfor- 
tunate and  unwise  policies  of  railroad  building  and 
managing  that  have  been  magnified  and  distorted 
and  have  aroused  some  popular  distrust.  Labor 
leaders  have  called  or  authorized,  and  sometimes  en- 
couraged, strikes  that  were  unfortunate  for  the  men 
and  the  communities  served. 

The  system  of  private  ownership  and  Government 
regulation,  however,  was  successful  on  the  whole, 
and  resulted  in  the  development  of  the  railroads  and 
the  country  to  a  marvelous  extent.  This  growth  and 
development  were  steady  and  continuous  until  the 
system  of  regulation  failed  to  respond  promptly  to 
changed  conditions,  the  more  expensive  and  luxu- 
rious methods  of  the  people,  the  increased  wages 
needed  by  employes,  the  higher  cost  of  everything 
necessary  for  keeping  the  railroads  equal  to  their  task, 
including  the  higher  cost  of  capital  and  rapidly  in- 
creasing taxes,  and  lacked  the  necessary  elements  of 
protection  and  encouragement  to  the  business. 

What  has  been  accomplished  under  private  owner- 
ship and  operation  in  the  past  is  good  evidence  of 


what  can  be  accomplished  in  the  future  if  private 
energy  and  initiative  are  encouraged,  repressive  and 
conflicting  regulation  removed,  and  protective  meas- 
ures added  to  the  regulatory  system. 

CHANGE  METHODS  WITH  CARE 

That  there  must  be  changes  in  methods  and  habits, 
in  business  and  in  government  as  the  world  grows 
and  the  complications  of  life  increase,  no  one  will 
deny.  But  it  is  surely  unwise  to  cut  loose  hastily 
from  methods  that  have  already  accomplished  so 
much  for  our  country. 

Is  it  wise  to  attempt  to  improve  the  present  diffi- 
cult situation  by  radical  measures  that  dislocate  the 
machinery  that  has  in  the  last  fifty  years  accom- 
plished so  much  for  the  country  and  all  the  people 
in  it? 

Is  it  not  wiser  to  correct  the  errors  and  weaknesses 
of  the  present  system  of  private  ownership  and  Gov- 
ernmental regulation  rather  than  to  "fly  to  evils  that 
we  know  not  of?" 

I  believe  it  is.  If  so,  in  order  to  obtain  the  results 
needed  for  the  protection  and  development  of  the 
Nation  it  will  be  necessary  to  change  and  modify 
some  practices  and  ideas  that  have  long  prevailed. 

The  owners  must  assent  to  a  larger  measure  of 
Governmental  control,  but  they  should  also  have 
Governmental  protection  and  encouragement. 
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The  great  railroad  labor  organizations  must  assent 
to  some  orderly  way  of  settling  disagreements  over 
wages  and  working  conditions,  so  that  the  railroads 
may  continue  to  serve  the  public  pending  the  adjust- 
ment of  disputes. 

The  Government,  in  its  regulatory  practices,  must 
be  more  responsive  to  changed  conditions,  and  there 
must  be  protection  of  this  great  industry  as  well  as 
regulation,  and  there  must  be  no  twilight  zone  be- 
tween National  and  State  authority. 

THE  NUMEROUS  CURES  FOR  THE  DIFFICULT  SITUATION 

While  the  situation  is  very  difficult  and  fraught 
with  danger  to  the  integrity  of  our  institutions,  it 
is  possible  that  the  way  out  has  been  befogged  some- 
what by  the  numerous  remedies  proposed.  It  is 
helpful,  however,  that  all  kinds  of  people  have  made 
various  suggestions,  and  Congress  has  the  great  op- 
portunity, duty  and  responsibility  of  clarifying  the 
situation  and  of  considering  all  the  plans  and  pro- 
ducing by  a  process  of  elimination  a  bill  that  will 
represent  the  needs  and  thought  of  the  nation  as  a 
whole  and  not  of  any  one  particular  class  or  idea. 

If,  as  I  believe,  it  is  for  the  best  interest  of  the  Na- 
tion.to  go  on  for  at  least  another  generation  and  have 
the  furnishing  of  transportation  a  business  function 
subject  to  Governmental  regulation  rather  than  to 
turn  over  the  work  to  the  Government  itself,  then 


some  general  amendments  to  our  present  regulatory 
practices  will,  I  believe,  produce  the  results  we  all 
desire,  especially  if  all  those  in  authority,  either  in 
private  or  public  life,  will  advocate  patience,  for- 
bearance, and  a  spirit  of  helpfulness  and  hard  work 
while  all  are  going  through  the  period  of  readjust- 
ment. 

It  does  not  seem  as  if  we  can  advance  the  cause  of 
the  Nation  or  of  any  individuals  by  reducing  the 
productive  effort  of  the  country  and  creating  a 
chaotic  condition  while  Congress  is  at  work  on  this 
important  matter. 

CONFIDENCE    WILL    RETURN    IF    DEFINITE    POLICY    IS 
ANNOUNCED 

I  believe  that  if  the  country  and  the  people  can 
be  made  to  feel  that  the  United  States  has  adopted 
a  national  transportation  policy  along  the  following 
lines,  that  the  situation  will  be  vastly  improved— 
naturally,  so  long  as  discussion  continues,  people  of 
all  classes  will  be  uncertain  and  unsettled: 

1.  That  the  Governmental  regulatory  ma- 
chinery that  has  for  the  past  34  years  devoted 
so  much  time  and  energy  to  correcting  abuses 
and  to  a  certain  extent  punishing  the  com- 
panies for  past  errors,  shall  now  turn  its  abil- 
ities in  part  to  encouraging  of  our  system 
of  transportation  so  that  it  shall  receive 
income  enough  from  the  rates  charged  to  pay: 
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(a)  All   costs    and   expenses,    including 
reasonable  wages  in  accordance  with  the 
constantly  improving  living  conditions  that 
we   hope   always   to   have   in   the   United 
States. 

(b)  Returns  on  the  system  as  it  exists  to- 
day substantially  equal  to  the  present  "Just 
Compensation"  until  such  time  as  the  fair 
value  of  the  property  is  determined,  when 
the  return  should  be  based  on  that  figure 
as  finally  determined. 

(c)  Returns  on  new  capital  needed  to  ex- 
pand the  facilities  (so  that  the  public  will 
at  all  times  be  well  served)    sufficient  to 
obtain  that  capital  in  the  markets  of  the 
world;  in  other  words,  to  put  the  policy 
and  power  of  the  Government  squarely  be- 
hind the  idea  that  any  regulatory  system  to 
be  adopted  must  not  only  correct  abuses 
and  prevent  them,  but  foster  and  encourage 
the  business  and  sustain  the  credit  of  the 
enterprise. 

2.  That  the  present  method  of  adjusting 
disputes  over  wages  and  working  conditions 
for  public  utilities  be  abandoned  and  a  sane 
method  of  deciding  these  questions  be  adopted 
and  the  strike  abolished  in  the  interest  of  the 
people  as  a  whole  and  the  forward  movement 
of  the  country. 

3.  That  the  Sherman  Law  be  modified  so 
that  consolidations  and  mergers  shall  be  per- 
mitted, subject  to  the  approval  of  Federal 
Authority. 

4.  That  the  Federal  Authority  be  supreme 
as  to  all  rates  and  regulations  about  rates  and 
as  to  securities  and  accounts;  state  commis- 
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sions  not  to  be  abolished,  but  the  Interstate 
Commerce  Commission  to  be  the  regulatory 
authority  for  these  questions. 

If  the  Congress  will  assure  the  people  that  these 
principles  are  to  be  the  law  of  the  land,  the  support 
and  good  will  of  the  people  will  come  back  and 
their  mental  attitude  will  be  to  encourage  and  build 
up  the  railroads  just  as  much  as  to  encourage  and 
build  up  Agriculture,  Banking,  Manufacturing  and 
the  various  enterprises  in  which  the  millions  in  this 
country  are  engaged. 

President  Wilson  said  some  time  ago  of  the  situa- 
tion in  Mexico: 

"Peace  can  only  come  by  trust.  If  you  can 
once  get  a  situation  of  trust,  there  you  have 
got  a  situation  of  permanent  peace.  There- 
fore, every  one  of  us,  it  seems  to  me,  owes  it 
as  a  patriotic  duty  to  his  own  country  to  plant 
the  seeds  of  confidence  and  trust  and  not  the 
seeds  of  suspicion." 

In  order  to  have  industrial  peace  and  progress, 
we  ought  to  develop  the  same  mental  atmosphere 
in  the  public  mind  about  public  utilities  and  all  pull 
together.  Then  I  firmly  believe  we  can  arrive  at  a 
result  that  will  be  fair  to  the  employe,  the  owner, 
and  the  user  of  the  railroads,  and  that  will  permit 
the  nation  to  go  forward. 
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RATES 

As  rates  are  the  one  vitally  important  part  of  the 
financial  problem  of  bringing  not  only  a  return  to 
the  owners  of  the  securities,  but  in  creating  condi- 
tions that  will  permit  satisfactory  wages  and  con- 
stant development  of  the  properties,  the  railroads 
should  have  the  right  to  initiate  their  rates,  or  prices. 

The  roads  should  have  this  right  in  order  to  take 
prompt  action  to  protect  the  country  and  patrons  as 
well  as  the  employes  and  owners.  The  owner  and 
manager  of  an  enterprse  is  studying  it  more  closely 
than  anyone  else.  He  desires  to  please  his  patrons, 
his  employes,  to  develop  his  markets,  and  to  improve 
his  plant.  He  is  in  a  better  position  than  anyone 
to  say  what  the  prices  will  be  for  the  article  or  serv- 
ice he  is  selling.  He  knows  what  expenses,  com- 
plications and  difficulties  he  must  meet  and  he  is 
constantly  looking  ahead.  Public  service  corpora- 
tions, however,  must  submit  to  some  review  of  their 
prices,  or  rates.  Hence  provision  is  made  in  the 
Railway  Executives'  Plan  for  suspension  and  review 
of  rates  by  the  Interstate  Commerce  Commisison. 
This  will  provide  an  absolute  safeguard  against  un- 
just discrimination  or  extortion  and  would  protect  the 
public  fully,  while  permitting  liberty  of  action, 
prompt  decisions  and  business  judgment  between  the 
railroads  and  the  communities  served  by  them.  If  the 
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railroads  are  to  be  managed  as  business  enterprises 
it  seems  essential  that  they  shall  have  the  right  to 
name  their  rates,  subject  to  the  checks  described. 

The  general  level  of  rates  should  be  such  as  to 
bring  to  a  railroad  sufficient  revenue,  under  honest 
and  capable  management,  to  maintain  the  property 
in  a  progressive  manner,  pay  operating  expenses,  in- 
cluding good  wages,  taxes,  permit  proper  charges 
for  depreciation  and  obsolescence,  and  other  reserve 
funds,  a  fair  return  on  the  fair  value  of  the  property, 
and  provide  the  credit  the  railroads  must  have  in 
order  to  furnish  to  the  public  the  necessary  facilities 
and  service. 

LABOR  QUESTION 

Another  most  important  element  in  arriving  at  a 
satisfactory  adjustment  of  the  situation  is  that  of  the 
wages  and  the  working  conditions  of  the  large  body 
of  employes.  Wages  are  taking  directly  more  than 
50%  of  every  dollar  of  revenues,  and  indirectly, 
through  materials  purchased,  a  good  deal  more  than 
that.  To  arrive,  therefore,  at  any  satisfactory  net  in- 
come, wages  must  be  considered  in  connection  with 
rates. 

The  labor  question  is,  of  course,  one  of  the  most 
serious  and  important  confronting  the  whole  world, 
the  railroads  in  particular,  and  there  must  be  a  broad, 


14 

human  view  of  it  and  a  spirit  of  "give  and  take"  by 
all  classes  of  people.  All  good  citizens  desire  to  see 
wages  and  living  conditions  improve,  but  there  is  a 
limit  to  what  commerce  and  industry  can  pay  and 
survive.  It  is  surely  better  to  have  reasonable  wages 
and  continuous  employment  than  to  force  wages  so 
high  that  industry  languishes,  for  then  the  wage- 
earners  themselves  will  suffer  most  of  all.  The 
Munn  case  was  decided  in  1876,  and  there  are  two 
interesting  paragraphs  in  it.  One  reads  as  follows : 

"Property  does  become  clothed  with  a  pub- 
lic interest  when  used  in  a  manner  to  make  it 
of  public  consequence,  and  affect  the  com- 
munity at  large.  When,  therefore,  one  de- 
votes his  property  to  a  use  in  which  the  public 
has  an  interest  in  that  use,  he  must  submit  to 
be  controlled  by  the  public  for  the  common 
good,  to  the  extent  of  the  interest  he  has  thus 
created.  He  may  withdraw  his  grant  by  dis- 
continuing the  use,  but  so  long  as  he  maintains 
the  use,  he  must  submit  to  the  control." 

The  other  reads : 

"When  one  becomes  a  member  of  society, 
he  necessarily  parts  with  some  rights  or  privi- 
leges which,  as  an  individual  not  affected  by 
his  relations  to  others,  he  might  retain." 

In  legislation  for  public  utility  companies  the  doc- 
trine laid  down  in  the  first  paragraph  has  been  fol- 
lowed with  an  increasing  particularity,  even  to  the 
extent  of  trying  to  Manage  rather  than  to  Control. 
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But  not  so  with  the  second  paragraph, — yet  in  the 
interest  of  society  as  a  whole  the  laws  must  reflect 
some  control  of  those  "members  of  society"  who 
work  for  public  utilities. 

The  man  who  puts  a  dollar  of  his  savings  into  the 
transportation  business  does  so  knowing  that  his  dol- 
lar is  subject  to  the  power  of  the  Government  to 
make  the  rules  and  regulations  governing  the  busi- 
ness. The  man  who  decides  to  earn  his  dollar  by 
working  for  the  railroads  should  be  willing  to  sub- 
mit to  reasonable  wages,  rules  and  regulations,  just  as 
much  as  does  the  man  who  puts  in  his  dollar  already 
earned.  It  is  in  the  public  interest  to  have  the  dollar 
invested  regulated  reasonably,  and  it  is  equally  in 
the  public  interest  that  the  dollar  paid  for  service 
and  the  conditions  of  service  should  be  regulated  rea- 
sonably. In  a  complex  civilization  like  ours  in  the 
United  States,  and  with  great  concentrated  popula- 
tions to  be  served  with  food,  fuel,  shelter,  light,  etc., 
there  must  be  continuous  service  by  the  transporta- 
tion agencies,  just  as  much  as  a  continuous  supply 
of  water. 

To  bring  this  about  there  must  be  some  method 
devised  for  fair  and  reasonable  Governmental  su- 
pervision and  regulation  of  wages  and  working  con- 
ditions, and  such  regulation  should  eventually  re- 
ceive the  final  approval  from  the  same  power  that  is 
finally  responsible  for  the  rates  of  fare  and  freight 
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charges  by  the  transportation  agencies,  so  that  the 
question  of  income  with  which  to  pay  will  be  con- 
sidered at  the  same  time  and  by  the  same  final  de- 
ciding power  as  the  outgo  to  be  paid.  Just  as  the 
Government  should  have  the  power  to  veto  the 
wasteful  use  of  the  railroad  dollar  to  be  invested  up- 
on which  the  public  will  be  asked  to  pay  a  return 
through  rates,  so  should  the  Government  have  power 
to  supervise  wages  and  conditions  of  service,  which 
ultimately  are  paid  for  by  the  public  through  these 
same  rates. 

With  the  preservation  of  private  ownership  and 
management  in  individual  systems  of  railroads,  there 
will  be  a  better  esprit  de  corps  among  the  great  army 
of  railroad  employes  than  if  all  became  employes  of 
the  Government. 

And  if  employes  can  once  be  satisfied  that  a  fair 
and  impartial  tribunal  is  in  existence  to  hear  impor- 
tant complaints  that  cannot  be  settled  promptly  on 
the  "home  road"  between  employe  and  employer, 
there  should  be  no  need  of  strikes,  which  are  simply 
a  form  of  war.  The  world  has  just  lost  millions  of 
men  and  billions  of  treasure  in  a  struggle  whether 
force  rather  than  justice  and  reason  were  to  settle 
the  affairs  of  the  world. 

Mr.  Lincoln,  on  March  21,  1864,  replied  to  a 
committee  from  the  Working  Men's  Association  of 
New  York  City  as  follows : 
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uNo  man  living  is  more  worthy  to  be 
trusted  than  those  who  toil  up  from  poverty, — 
none  less  inclined  to  take  or  touch  aught 
which  they  have  not  honestly  earned. 

"The  most  notable  feature  of  a  disturbance 
in  your  city  last  summer  was  the  hanging  of 
some  working  people  by  other  working  peo- 
ple. It  should  never  be  so.  The  strongest 
bond  of  human  sympathy,  outside  of  the  fam- 
ily relation,  should  be  one  uniting  all  working 
people,  of  all  nations  and  tongues  and 
kindreds. 

"Nor  should  this  lead  to  a  war  upon  prop- 
erty or  the  owners  of  property.  Property  is 
the  fruit  of  labor,  property  is  desirable,  is  a 
positive  good  to  the  world.  That  some  should 
be  rich  shows  that  others  may  become  rich, 
and  hence,  is  just  encouragement  to  industry 
and  enterprise.  Let  not  him  who  is  houseless 
pull  down  the  house  of  another,  but  let  him 
labor  diligently  and  build  one  for  himself, 
thus  by  example  assuring  that  his  own  shall 
be  safe  from  violence  when  built." 

These  words  from  one  of  our  greatest  Presidents 
should  be  weighed  carefully  by  those  considering  the 
relations  between  labor  and  capital. 

Surely  the  United  States,  the  most  enlightened  and 
progressive  nation  in  the  world  can,  if  it  takes  up  the 
question  seriously,  work  out  some  plan  for  adjusting 
industrial  disputes  that  will  carry  out  the  doctrine 
of  "live  and  let  live"  and  save  the  waste,  loss,  sorrow 
and  anguish  that,  under  present  methods,  come  to 
thousands  of  innocent  people,  a  large  proportion  of 
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whom  are  working  people,  who  have  no  part  or  voice 
in  the  controversy  or  its  settlement. 

CAPITAL  AND  CREDIT 

The  result  of  the  various  forces  operating  upon  the 
earning  power  of  the  roads  for  ten  years  prior  to  the 
war  created  a  great  feeling  of  uncertainty  about  rail- 
way investments,  and  capital  has  been  turning  to 
other  fields.  During  the  five  years,  from  1910  to 
1915,  there  was  approximately  $2,900,000,000.  addi- 
tional investment  made  in  railway  facilities.  The 
net  income  of  the  railroads  during  each  year  of  this 
period  was  generally  less  than  it  had  been  in  1910, 
and  in  1915,  after  all  of  this  $2,900,000,000  had  been 
invested  in  the  properties,  the  return  was  only  about 
$8,000,000  more  than  in  1910. 

New  capital  has  been  obtained  very  largely  by 
increasing  debt,  and  new  money  from  partners  or 
stockholders  has  been  harder  and  harder  to  obtain. 
In  1900  capital  stock  exceeded  debt  by  $200,000,000, 
but  in  1916  funded  debt  exceeded  stock  by  about 
$2,200,000,000 — a  most  unsatisfactory  situation. 

Capital  may  be  timid,  but  it  was  bold  enough  in 
the  last  50  and  more  years  to  create  our  great 
American  railroad  system.  I  believe  it  will  be  will- 
ing to  go  on  with  the  work  if  it  can  be  assured  that 
the  policy  of  the  Government  will  be  to  sustain  the 
railroads  in  the  legitimate  conduct  of  their  business 
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and  allow  reasonable  liberty  of  action  and  will  en- 
courage and  protect  this  business,  as  well  as  prevent 
any  abuses.  The  credit  of  the  roads  will  come  back 
when  people  understand  that  Congress  has  laid 
down  the  rule  that  a  reasonable  rate  is  also  an  ade- 
quate rate,  sufficient  to  reflect  changed  costs,  in- 
creased wages  and  a  fair  return  upon  the  property; 
when  Congress  insists  that  some  reasonable  method 
of  adjudicating  controversies  over  wages  and  work- 
ing conditions  shall  be  written  into  the  law  of  the 
land;  and  when  the  Nation  insists  that  is  is  the  duty 
of  the  government  to  preserve,  protect  and  ex'pand 
the  Transportation  Facilities  of  the  country  as  well 
as  Agriculture,  Banks,  Manufactures,  Commerce  or 
other  forms  of  individual  activity. 

WHAT  A  NATIONAL  TRANSPORTATION  SYSTEM  SHOULD 

PROVIDE 

In  a  growing  and  still  undeveloped  country  like 
the  United  States,  with  a  population  that  will  soon 
be  150,000,000,  and  with  a  future  that  should  be 
more  wonderful  than  the  past,  any  system  of  inter- 
nal transportation  should  provide  for: 

Inducement  for  the  individual  citizen  to 
engage  in  the  business  by  permitting  reason- 
able rewards  for  brains,  energy,  industry  and 
the  capital  employed,  substantially  equal  to 
the  same  kind  of  rewards  in  other  forms  of 
human  efforts. 
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Constant  development  of  the  transportation 
machine  to  keep  it  at  all  times  ahead  of  the 
needs  of  the  growing  country. 

Adoption  of  improved  methods  of  carry- 
ing on  the  business  in  order  to  obtain  maxi- 
mum efficiency  and  economy. 

Reasonable  and  regulated  competition  and 
co-operation  for  the  purpose  of  producing 
development  of  different  sections  of  the  coun- 
try and  improvement  in  the  methods  em- 
ployed by  the  transportation  agencies  serving 
the  country. 

Continuity  of  service  so  that  the  transporta- 
tion machine  will  always  be  in  a  position  to 
serve  the  country  unless  prevented  by  Act  of 
God  or  by  war. 

Regulation  through  suitable  Government 
agencies,  which  regulation  must  be  of  such 
form  as : 

(a)  To    attract    capital    and    permit    a 
steady  improvement  in,  and  expansion  of, 
the  facilities; 

(b)  Which  must  protect  the  interests  of 
the  public  using  the  railroads,  and  promote 
the  comfort,  convenience  and  safety  of  that 
public; 

(c)  Which  must  protect  the  officers  and 
employes  who  operate  the  roads  and  which 
must  work  constantly  in  the  direction  of 
improved  working  and -living  conditions; 
and  which  must  provide  some  method  of 
adjustment  of  all  controversies  over  wages 
and  working  conditions. 

(d)  And  which  must  also  protect  the 
interests  of  those  who  have  invested  in  the 
securities  of  the  railroads  and  who  are  also 
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directly  interested  because  of  railroad  in- 
vestments represented  in  insurance  policies, 
saving  banks,  charitable  institutions,  etc. 

PLAN  OF  RAILWAY   KXKCUTIVES 

I  believe  the  plan  suggested  by  the  Railway  I  \ 
ecutives  is  a  reasonable,  business-like  ami  elastic  OIK- 
under  which  our  national  transportation  system  will 
grow,  and  which  can  meet  the  changing  conditions 
of  a  growing  country  like  the  United  States. 

It  preserves  and  encourages  the  initiative  and 
energy  of  the  American  man  that  has  done  so  much 
to  build  up  the  present  system  of  transportation. 

It  points  the  way  to  having  the  Transportation 
System  of  the  country  adequate  for  its  needs. 

It  suggests  the  importance  of  a  reasonable  adjust- 
ment of  controversies  over  wages  and  working  con- 
ditions so  that  service  to  the  public  will  be  con- 
tinuous. 

It  retains  reasonable  and  regulated  competition  as 
an  incentive  to  good  service  and  development  along 
progressive  lines. 

It  permits  the  continuation,  under  suitable  regula- 
tion, of  any  plans  developed  under  Government  con- 
trol that  tend  to  eliminate  waste  and  give  improved 
service  through  unification  of  facilities,  common  u<c 
of  terminals,  co-operative  methods,  etc. 
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It  strengthens  the  regulatory  powers  of  the  Gov- 
ernment to  make  certain  that  abuses  and  wrong  ten- 
dencies may  be  corrected  and  checked. 

It  suggests  a  method  of  placing  the  influence  and 
power  of  the  Government  back  of  the  credit  of  the 
roads,  so  that  capital  may  be  obtained  for  needed 
improvements  and  additions. 

It  provides  machinery  of  regulation,  through  a 
Transportation  Board,  Interstate  Commerce  Com- 
mission, Regional  Commissions,  and  State  Commis- 
sions that  will  be  responsive,  prompt,  and  that  will 
safeguard  the  interests  of  the  Railroad  Users,  the 
Railroad  Owners,  and  the  Railroad  Workers. 

GREAT  FUTURE  OF  THE  UNITED  STATES 

I  am  an  optimist  of  the  long  future  of  the  United 
States.  I  believe  we  are  on  the  eve  of  the  most  im- 
portant fifty  years  in  the  history  of  this  country,  or 
any  country,  and  that  we  shall  accomplish  wonderful 
results  if  we  exercise  common  sense,  work  hard,  are 
thrifty  and  economical,  and  all  pull  together. 

PRESENT  DANGERS 

At  the  same  time,  I  do  not  minimize  the  dangers 
and  difficulties  of  the  immediate  future  due  in  part 
to  the  results  of  the  world-wide  war.  I  realize  the 
importance  of  handling  these  dangers  and  difficul- 
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ties  vigorously,  promptly  and  wisely,  if  we  are  to 
obtain  all  the  benefits  of  the  future  for  our  popula- 
tion of  110,QOO,000,  which,  within  the  lifetime  of 
many  of  those  here,  will  be  at  least  150,000,000. 

RAILROADS-MUST  BE  PROTECJ I  l> 

One  of  these  dangers  is  that  the  great  railroad  sys- 
tem of  the  United  States  may  not  be  protected  suffi- 
ciently to  give  good  service  and  prevent  a  financial 
collapse,  and  so  that  necessary  development  will 
continue. 

In  considering  this  all  must  admit  that  the  inter- 
ests of  the  Nation  are  paramount  and  the  problem 
must  be  approached  from  that  point  of  view,  having 
due  regard  to  the  rights  of  individuals  and  of  the 
railroads  under  the  fifth  and  fourteenth  amendments 
to  the  Constitution. 

I  believe  it  is  better  for  the  country  to  adjust  rates 
so  the  roads  shall  be  self-supporting  rather  than  to 
adopt  the  plan  of  continuous  appropriations  from 
the  Treasury.  Business  should  not  get  into  the  habit 
of  relying  upon  Government  aid  to  meet  obligations 
which  ought  to  be  taken  care  of  by  hard  work,  busi- 
ness skill  and  honest  methods. 

It  is  very  important  to  come  to  a  conclusion  this 
year  as  to  the  new  railroad  legislation.  It  can  be 
done.  When  done,  and  with  reasonable  financial 
protection  until  the  readjustment  between  income 
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and  outgo  is  completed,  our  wonderful  American 
railroad  system  will  start  forward  again  on  a  period 
of  development  and  service.  These  great  highways, 
which  are  the  arteries  through  which  the  commerce 
of  the  country  flows,  will  be  nourished  and  become 
elastic  again.  With  co-operation  between  the  rail- 
road users,  the  railroad  owners,  and  the  railroad 
employes,  and  with  reasonable  liberty  of  action  so 
that  the  American  citizen  can  use  his  individual 
initiative  and  his  tireless  energy,  the  country  will  go 
forward  to  meet  its  great  future  better  equipped  than 
ever  before. 
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